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CONOMIC ICA 
All values in million U.S. $ 


Exchange rate US$1.00 = Eth.$2.50 until Jan. 1972, 
(converted at old exchange rate) 


when rate was changed to US$1.00 = Eth.$2.28; in 
Feb. 1973 rate was changed to US$1.00 = Eth.$2.07. 





A B Cc D E 
sao % Change % Average 
1 

INCOME, PRODUCTION 
GNP at current prices 1,872.6 2,061.1 2,407.0 +16.8 +14.3 
GNP at constant (1969) prices 1,759.2 2,027.9 2,300.6 +13.4 +14.5 
Per capita GNP, current prices 75 81 93 +14.8 +12.0 
Gross Fixed Invest. incl. in kind 

(current prices) 221.8 264.5 261.9 -1.0 +9.0 
Electric Power Production (mil kwh) 339.1 347.7 341.8 -1.7 40.4 
Coffee Exports (1,000 Mt) 80.8 82.5 76.1 -7.8 -2.9 
Val. Bldg. Permits issued Addis 33.4 48.8 WA - - 
Indices: (1965 = 100) 

Industrial Production (Manuf. ) 247.0 284.9 N/A - - 
MONEY AND PRICES (At year end) 
Money Supply (currency & demand deposits)163.4 199.3 281.6 +41.3 +36.2 
External & Public Sec. Debt Outstanding 210.4 250.4 283.3 +13.3 +17.3 
Lending Rates (Commercial Bank) 8.5-11% 8.5-11% 8.5-11% 
Indices: (1963=100) 

Retail Seles (excl. rent) (Addis) 143.7 135.0 147.0 +8.9 +#11.5 

Retail Sales (Addis) Food 155.4 136.8 154.3 +12.8 0.4 

Wholesale Price Gen. Index (Addis) 

Imports 1968=100 106.9 110.1 115.8 $9.2 +4.2 
Exports 1968=100 Li3 117.0 135.0 +15.4 +10.5 

BA OF S AN D 
Gold & For. Exch. Reserves 73 114.9 229.6 +99.8 +102.1 
B/P (on goods and services) -53.6 -9.2 50.8 - - 
Bal. of Trade (minus gold) 62.1 -22.6 26.2 - - 
Exports, FOB 125.8 168.5 242.7 +44.0 +46.5 
U.S. Share Dak 59.7 72.8 +21.9 435.9 
Imports, CIF 187.8 191.1 216.5 +13.3 +7.6 
U.S. Share 17.4 15 18.4 7961. +2.9 
Main Imports from U.S, (1973): Industrial and other Machinery - $5.5 mil, Fertilizer - 


Main Exports to U.S.: 


Sources: 


$4.8 mil, Tractors and other vehicles - $4.7 mil, 
Jet fuel - $2.4 mil. 


Coffee - $67.1 mil, Hides and Skins -$1.4 mil, 
Essential oils -$1.1 mil, Oilseeds - $0.7 mil. 


. Central Statistical Office. 


Quarterly Bulletin National Bank of Ethiopia; Ministry of Finance; 


SUMMARY 


In the wake of some of the most significant changes to have taken place 

in Ethiopia's political structure this century, the Ethiopian 

Provisional Military Government announced an economic program of "Ethiopian 
Socialism". This was followed by nationalization of banks and insurance 
companies on January 1, nationalization of a major share of industry on 
February 3 and the proclamation of land reform of March 4, 


Prospects for growth in 1975 appear uncertain. Manufacturing output 

has begun to fall and turnover in the retail and wholesale trades is 
down. Consumption of petroleum products is also declining. By contrast, 
the outlook for the construction industry is brighter than last year. 
Private investment activity has come to a virtual halt. 


As a result of declining prices for most of Ethiopia's export commodities, 
1975 will probably see a modest balance of trade deficit. However, the 
country's foreign exchange holdings are expected to remain strong and 
should still amount to about $250 million or one year's import cover 

at year's end. Retail prices are rising by about 6-8 percent, with the 
rate of increase for the wholesale price index somewhat higher. 


Substantial export opportunities remain for U.S. suppliers particularly 

in the areas of telecommunications equipment, trucks and farm machinery. 
The new government welcomes foreign investment, but has reserved certain 
areas, such as the exploitation of precious metals, exclusively for the 

state. 
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ECONOMIC S T DS 
ia's Economic a al Struc 


The year just past has witnessed some of the most radical changes to 
have taken place in Ethiopia's political and economic structures 
this century. 


Following the deposition of the Emperor, dissolution of parliament, 
formation of an Ethiopian Provisional Military Government and the 
launching of a campaign to send 60,000 students into the countryside, 
the EPMG announced on December 20 that Ethiopia would adopt an 

economic program of "Ethiopian Socialism". On January 1, it nationalized 
the banks aud insurance companies and on February 3 issued a declaration 
of economic policy, slightly amended on February 7, which announced, 
inter alia, the complete nationalization of 72 firms and partial 
nationalization of 29 others, the latter including four U.S. firms. 

The 101 firms included flour and oil mills, breweries, soft drink 
bottlers, textile plants, tanneries and leather factories, printing 
presses, some chemical and metal plants, a power utility, oil distri- 
bution companies, wood and paper plants and a large segment of the 

food processing sector. 


Most small-scale businesses and industries, export and import and the 
wholesale and retail trades were not affected. The declaration stated 
that affected companies would be compensated "in accordance with a 

law to be promulgated" and that a committee would be formed to determine 
the amount of compensation. The committee has since begun its 
deliberations and new managers, generally young and well-educated, have 
been appointed to most of the nationalized firms. 


On March 4, the Government proclaimed land reform, with all rural land, 
including commercial as well as small-farm holdings, nationalized. It 
announced that no compensation would be paid for land or crops, but that 
appropriate compensation would be paid for moveable properties and 
permanent improvements. Individual families could obtain up to 10 
hectares (about 25 acres), but could also form "Peasants Associations" 
to farm larger areas communally, the minimum being 800 hectares or 

3,240 acres, 


Thus, in early 1975, the Ethiopian economy was rapidly being transformed 
from predominantly private-enterprise oriented to a socialist system. 


G h ects Uncertain 


Partly as a result of these actions and ensuing business uncertainty, 
prospects for growth in 1975 appear uncertain at best. During recent 
years, GNP in real terms grew by an average of six percent. (When 
converted into U.S, dollars, the growth rate appears higher because 

of successive revaluations of the Ethiopian dollar.) From all indica- 
tions, growth in GNP in 1974 was probably no greater than 2-3 percent. 
While it is still too early to predict with any degree of accuracy, 
there is some question whether 1975 will see any increase at all. 


Manufacturing output, which held up in 1974 pretty much at 1973 levels, 
reportedly fell by 2-3 percent during the first two months of this 
year. This seems to be confirmed by electric power consumption, which 
fell by about 5 percent during January and February. Turnover in the 
wholesale and retail trades, which already started to decline as 1974 
progressed, is generally down by anywhere from 10-50 percent compared 
to the first part of last year. Ina few areas such as textiles, 
where the industry is already running at virtually full capacity, 
demand exceeds production. By contrast, construction activity, which 
in mid-1974 had declined to less than half the level of a year earlier, 
picked up rapidly at the beginning of 1975, with the outlook for the 
rest of the year remaining bright. 


Overall consumption of petroleum products, which in 1974 was down by 
about 5 percent compared to the previous year, declined by another 10 
percent or so this January and February. Consumption of aviation 
fuel dropped even further, reflecting the sharp drop in tourism and 
consequent loss of domestic and international passenger traffic. 


In 1974, employment declined considerably over the previous year, but 
has now levelled off as a result of the Government's forbidding 
employers to lay off workers. Private investment activity, which 
began slowing in 1974, has now come to a virtual standstill. 


, but S a 


In 1972, Ethiopia's balance of payments on current account showed a 
small surplus of $9 million for the first time in over a decade, 

This surplus increased to just over $77 million and by mid-1974 had 
risen to $107 million. However, as a result of a substantial increase 
in imports and a decrease in exports during the second half of the 


year, the overall b/p surplus for 1974 was expected to be somewhat 
lower. 
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Wo ces A A cti c 


Ethiopia's export performance will be a major factor in determining 
her balance of payments position in 1975. Two years ago, as a result 
of a sharp increase in world prices for some of the country's major 
export commodities, Ethiopia recorded a trade surplus of over $27 
million, compared to a deficit of more than $22 million the previous 
year. Latest available figures show that for the first nine months 
of 1974, exports amounted to $230 million, compared to $183 million 
for the same period in 1973, with imports amounting to $225 million 
and $156 million for the corresponding periods. Thus, while exports 
grew substantially (just over 25 percent), imports grew even more 
rapidly (45 percent). Year end figures for 1974 will probably show 
imports and exports roughly in balance or in slight deficit. 


Since then, unfortunately, prices for most of Ethiopia's principal 
export commodities have been falling. Haricot beans, which accounted 
for much of Ethiopia's trade surplus in 1973 and early 1974, dropped 
from a high of about US$60.00 per quintal (100 kilos) in mid-1974 to 
$26.00 in the latter part of the year to a current level of about 
$12.00. Hides and skins, because of oversupply in world markets, 

have generally fallen to half the levels of a year ago. Most 
importantly, however, prices for coffee, which is still by far 
Ethiopia's major export commodity, have been dropping steadily, with 
a continuation of that trend likely over the short term. Between 
July of last year and the beginning of April, Jimma coffee prices ex 
dock New York have fallen from an average of 65 to 49 cents per pound, 
or almost one-third. This year's exportable coffee crop is expected 
to be about 80,000 tons, a significant increase over last year's crop 
of 60,000 tons,but because of lower prices, arrivals from the provinces 
are coming in considerably more slowly than last year, with the result 
that there may be a carry-over into the next coffee season. 


It is too early to say what the effect of land reform on this year's 
harvest will be, although a decrease in overall production appears 
almost inevitable. Nevertheless, production of export crops such as 
sugar, pulses and cotton will probably be close to or slightly exceed 
last year's record levels. An export surtax recently imposed by the 
Government on Ethiopia's principal agricultural exports will probably 
act to reduce exports as well. 


On the basis of import performance thus far this year, overall Ethiopian 
imports will probably decline from last year's levels. Happily, 
Ethiopia's oi] import bill, which rose from about $20 million in 1973 to 
an estimated $40 million in 1974 ($31.5 million if petroleum exports of 


$8.5 million are deducted), is not expected to increase substantially 

in 1975. Nevertheless, in view of the continuing decline in agricultural 
commodity prices, 1975 will in all likelihood see a modest balance of 
trade deficit. 


Foreign Exchange Holdings Expected to Remain Strong 


At the end of 1974, Ethiopia's net foreign exchange holdings amounted 
to about $300 million, the equivalent of approximately 14 months import 
cover. Since then, these holdings have declined by about $4-5 million, 
but still are about three times the 1969-73 average. Foreign exchange 
holdings are expected to decline further through 1975, but probably 
will not drop below $250 million or one year's import cover. 


Price Movements and Money Supply 


By December of last year, the Addis Ababa retail price index had risen 
by just over 6 percent over the level of December 1973. This index is 
heavily weighted towards food, however, and the average increase for 
items such as clothing, household goods, medical and personal care was 
closer to 8 percent. Asa result of price controls imposed in recent 
months, the increase in 1975 will probably be no greater than last 
year's. Strict enforcement of these price controls may have the effect 
of creating shortages such as occurred in early 1975 for eggs and 
pharmaceuticals. 


In the year ending December 1974, the Addis Ababa wholesale price index 
rose by just over 10 percent, with most of the increase due to higher 
prices for imported products. A similar increase is expected this year. 


Total money supply (currency, demand and time deposits) reached a peak 
of $528 million in July of last year, but has been declining since then. 
This is probably due to a drop in demand for credit from both public 

and private sectors and - more recently - a decrease in foreign exchange. 
Should the Government engage in substantial deficit financing, the money 
supply could again go up, but at this stage it is too early to tell. 


IMPLICATIONS FOR THE UNITED STATES 
ee, ey ee ne ee 


Despite a change of government and restructuring of the country's 
economy, telecommunications, trucks and farm equipment remain major 
targets for U.S, trade promotional activity. As part of Phase I of 
Ethiopia's Fifth Telecommunications Development Program, a tender for 
Ethiopia's first communications satellite station, originally scheduled 





for last year, is now expected to go out in mid-1975. Bidders will be 
given a full three months to submit their bids. In addition, the 
issuance of tenders for the construction of microwave links between 
Tessenei and Asmara, Dessie and Assab and Shashemane and Moyale appear 
imminent. Total cost of this phase, which ends in 1976, is over $37 
million, two-thirds of which are foreign exchange costs. Phase II 
(1977-78) calls for the expenditure of an additional $17 million on a 
variety of telecommunications projects. 


With increasing control of the economy by the central government, 
authorities including the new Ministry of National Resources Develop- 
ment will require large numbers of new trucks. Although Fiat is now 
beginning to assemble trucks and four-wheel drive vehicles in its 
assembly plant, demand and the backlog of orders is substantial and 
will remain so for the time being. 


As the Government seeks to develop local farming into larger, more 
rational units, it will also require substantial quantities of farm 
machinery. This is a market, however, that will probably take several 
years to develop. 


About half of Ethiopia's capital budget is financed by foreign develop- 
ment assistance; foreign aid donors continue to see Ethiopia as a 
principal target for such assistance. Last year, new loan and grant 
commitments were well over $100 million, with more than half that 
amount allocated to infrastructure. These commitments, at somewhat 
lower levels, are expected to continue over the near term. 


lew Go Fo 


Despite nationalization of most key industries, the EPMG stated in its 
February 7 Declaration of Economic Policy that foreign private invest- 
ment would be most welcome and guaranteed adequate returns in areas such 
as the exploration and exploitation of carbons and hydrocarbons, mining 
of ferrous and non-ferrous metals and chemical and fertilizer materials, 
However, the Government would assume a 51 percent shareholding in any 
such venture. Exploitation of precious metals and radioactive materials 
is now exclusively reserved for the state. 


During the past year, prospects for oil and copper exploration dimmed 
somewhat as Tenneco halted oil exploration activities and withdrew, 
along with Nippon Mining, from its copper concession in Eritrea. While 
the Polar Bear Group has also withdrawn from its concession, Whitestone/ 
LLE and Shell are continuing their oil exploration activities. 
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